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Title  42— PUBLIC  HEALTH 

Chapter  I — Public  Heolth  Service,  De¬ 
partment  of  Health,  Education,  and 
Welfare 

SUKHAmi  D — GRANTS 

PART  51a— GRANTS  FOR  MATERNAL 
AND  CHILD  HEALTH  AND  CRIPPLED 
CHILDREN’S  SERVICES 

Special  Protect  Grants  for  Dental 
Health  of  Children 

In  the  Federal  Register  of  December 
28. 1971  (36  Fit.  25041).  the  Administra¬ 
tor.  Health  Services  and  Mental  Health 
Administration,  with  the  approval  of  the 
Secretary  of  the  D^»rtment  of  Health, 
Education,  and  Welfare,  proposed  the 
redesignation  of  Part  Sla  as  Suhpart  B  of 
Part  Sla.  the  reservation  of  Subpart  A  of 
Part  Sla,  and  the  addition  of  a  new  Sub¬ 
part  C,  concerning  special  project  grants 
for  dental  health  of  children,  to  Part  Sla. 
Public  comment  was  invited. 

The  only  public  comment  that  sug¬ 
gested  a  reidsion  of  the  proposal  was  sub¬ 
mitted  by  a  natimial  professicHial  asso¬ 
ciation  which  suggested  that  the  ixx>- 
posed  S  Sla.30S(a)  (9)  be  amended  to  re¬ 
quire  that  a  project  director  be  a  licensed 
dentist.  Such  a  requirement  was  con¬ 
sidered  by  the  Secretary  before  publica¬ 
tion  of  the  notice  of  prcqxised  rule  mak¬ 
ing  and  was  not  adopted  for  the  follow¬ 
ing  reasons:  (1)  Special  projects  for 
dental  health  of  children  may  be  estab¬ 
lished  as  part  of  the  general  compre¬ 
hensive  health  services  offered  by  an  ex¬ 
isting  health  d^artment  or  family 
health  center.  To  require  an  additional 
professional  to  serve  as  an  administrator 
seems  to  be  an  inefficient  use  of  our  lim¬ 
ited  health  manpower  resources;  and, 

(2)  Based  on  his  experiences  in  similar 
grant  programs,  the  Secretary  has  deter¬ 
mined  that  it  may  sometimes  be  advan¬ 
tageous  to  utilize  managerial  personnel 
in  such  positions,  freeing  needed  health 
manpower  for  the  provision  of  services. 

The  only  change  from  the  notice  of 
proposed  rule  making  reflected  in  the 
final  Part  Sla  is  found  in  §  51a.314, 
“Grantee  Accoimtability.”  The  chsuiges 
reflect  grant  administration  policy 
within  the  Doiartment  of  Health,  Edu¬ 
cation.  and  Welfare  and  are  largely 
clarifying,  rather  than  amendatory,  in 
nature. 

Therefore,  having  evaluated  the  com¬ 
ments  received  and  all  other  relevant  ma¬ 
terial,  the  proposed  regulation,  with 
changes,  as  set  forth  below,  is  her^y 
adc^ted  effective  on  the  date  of  publica¬ 
tion  in  the  Federal  Register  (5-27-72.) 
Dated:  May  7, 1972. 

Vernon  E.  Wilson,  M.D.. 

Administrator,  Health  Services 
and  Mental  Health  Adminis¬ 
tration. 

Approved:  May  22,  1972. 

Elliot  L.  Richardson. 

Secretary. 


RULES  AND  REGULATIONS 

1.  The  Title  of  Part  Sla  of  TiUe  42  is 
amended  to  read  as  set  forth  above: 

2.  The  present  Part  Sla  is  redesignated 
as  Subpart  B  of  Part  Sla,  entitled  “Spe¬ 
cial  Project  Grants  for  Family  Planning 
Services,”  and  the  sections  thereof 
(presently  §S  Sla.l  through  51a.20)  re¬ 
numbered  §§  51a.201  through  51a.220, 
respectively. 

3.  Subpart  A  of  Part  Sla  is  reserved. 

4.  A  new  Subpart  C  of  Part  Sla  is 
added,  to  read  as  follows: 

Subpart  C — Special  Profect  Grants  for  Dental 
Health  of  Children 

Sec. 

51a.301  AppUcabUlty. 

61a.302  Definitions. 

51a.303  EllglbUlty. 

51a.304  Application  for  a  grant. 

51a.305  Project  requirements. 

51a.306  Research. 

Sla.307  Evaluation  and  grant  award. 

51a.30g  Payments. 

51a.309  Use  of  project  funds. 

Sla.310  ClvU  rights. 

51a.311  Confidentiality. 

51a.3ia  Inventions  and  discoveries. 

51a.313  Publications  and  copyright. 

51a.314  Grantee  accountability. 

61a.315  Records,  reports,  and  inspection. 
51a.816  Additional  conditions. 

81a.S17  Bariy  termination  and  withholding 
of  payments. 

Authoritt:  The  provisions  of  this  Subpart 
C  Issued  under  sec.  1102,  49  Stat.  647;  42 
U.S.C.  1302;  sec.  610,  81  Stat.  927;  42  U.S.C. 
710. 

Subpart  C — Special  Project  Grants  for 
Dental  Health  of  Children 

§  51a. 301  Applicability. 

The  regulations  in  this  subpart  are  ap¬ 
plicable  to  the  award  of  grants  under 
section  SIO  of  the  Social  Security  Act 
(42  U.S.C.  710)  to  promote  the  dental 
health  of  children  and  youth  of  school 
or  preschool  age,  particularly  in  areas 
with  concentrations  of  low  income 
families. 

§  51a.302  Definitions. 

As  used  in  this  subpart: 

(a)  “Act”  means  the  Social  Security 
Act,  as  amended. 

(b)  “Secretary”  means  the  Secretary 
of  Health,  Education,  and  Welfare  and 
any  other  officer  or  employee  of  the  De¬ 
partment  of  Health,  Education,  and  Wel¬ 
fare  to  whom  the  authority  involved  has 
been  delegated. 

(c)  “State”  means  one  of  the  50  States, 
the  District  of  Columbia,  Puerto  Rico,  the 
Virgin  Islands,  and  Guam. 

(d)  “Nonprofit  private  agency,  institu¬ 
tion,  or  organization”  means  an  agency, 
institution,  or  organization,  no  part  of 
the  net  earnings  of  which  inures  or  may 
lawfully  inure  to  the  benefit  of  any 
private  shareholder  or  individual. 

§  51a. 303  Eligibility. 

To  be  eligible  for  a  grant  under  this 
subpart,  an  applicant  must  be  (a)  the 
State  health  agency  of  a  State;  (b)  with 
the  consent  of  such  State  agency,  the 
health  agency  of  any  political  subdivi¬ 
sion  of  the  State;  or  (c)  any  health 
oriented  public  or  nonprofit  private 
agency,  institution,  or  organizatiim 


which  has  the  capability  of  providing 
dental  care. 

§  51a304  Application  for  a  grant. 

(a)  An  application  for  a  grant  under 
this  subpart  shall  be  submitted  to  the 
Secretary  in  such  form  and  manner  and 
at  such  time  as  the  Secretary  may  pre¬ 
scribe.^  The  application  shall  contain  a 
full  and  adequate  description  of  the  proj¬ 
ect  and  of  the  manner  in  which  the  ap- 
jfiicant  intends  to  conduct  the  project 
and  carry  out  the  requirements  of  this 
sulmert,  and  a  budget  and  justification 
of  the  amount  of  grant  fun^  requested, 
and  such  other  pertinent  information  as 
the  Secretary  may  require. 

(b)  The  application  shall  be  executed 
by  an  individual  authorized  to  act  for 
the  applicant  and  to  assume  on  behalf 
of  the  applicant  the  obligations  imposed 
by  the  regulations  of  this  subpart  and 
any  additional  conditions  of  the  grant. 

§  51a.305  Project  requiremenUi. 

An  apivovable  application  must  con¬ 
tain  each  of  the  following: 

(a)  Assurances  that; 

(1)  Services  will  be  made  available. 

(1)  Without  the  imposition  of  any 
durational  residence  requirement; 

(ii)  With  respect  for  the  dignity  of  the 
individual; 

(iii)  Without  any  requirement  that 
there  be  a  court  commitment; 

(iv)  Without  regard  to  religion,  sex, 
or  creed, 

(2)  In  cases  involving  treatmoit,  cor¬ 
rection  of  defects  or  aftercare  provided 
under  the  project,  services  will  be  made 
available  only  to  children  who  would  not 
otherwise  receive  such  services  because 
they  are  from  low-income  families  or  for 
other  reasons  beyond  their  control.  In 
determining  such  diglbility  the  grantee 
shall  consider  the  family’s  size  and  in¬ 
come,  the  medical  diagnosis,  the  costs  of 
required  care  and  the  family’s  other 
financial  responsibilities. 

(3)  Under  special  circumstances,  serv¬ 
ices  will  be  made  available  to  certain 
patients  from  outside  a  project  area  or 
age  group  designated  in  the  approved 
project  plan  if  the  project  director  con¬ 
siders  that  it  will  best  promote  the  pur¬ 
poses  of  the  project  and  section  510  of  the 
Act. 

(4)  In  the  case  of  hospital  care  or 
prostheses,  services  will  be  made  avail¬ 
able  only  to  persons  who  are  receiving 
services  provided  for  or  arranged  by  the 
project  in  accordance  with  its  standards 
and  pedicles. 

(5)  No  charge  will  be  made  to  any 
person  for  services  under  the  project, 
except  to  the  extent  that  pajunents  will 
be  made  by  a  third  party  (including  a 
government  agency)  which  is  authorized 
or  is  under  legal  obligation  to  pay  such 
charges.  Where  the  cost  of  care  and 
services  furnished  by  or  through  the 


1  AppllcaUons  and  instructions  may  be  ob¬ 
tained  from  the  Regional  Health  Director  of 
the  Health  Services  and  Mental  Health  Ad¬ 
ministration  at  the  Regional  Office  of  the 
Department  of  Health,  Education,  and  Wel¬ 
fare  for  the  region  in  which  the  project  is 
to  be  conducted. 
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project  is  to  be  reimbursed  under  Title 
XIX  of  the  Social  Security  Act,  a  writ¬ 
ten  agreement  with  the  Title  XIX  agency 
is  required.  Reimbursement  may  be 
either  to  the  project  or,  in  lieu  thereof, 
directly  to  the  provider  in  accordance 
with  the  above  referred  to  agreement. 

(6)  All  services  purchased  for  project 
patients  will  be  authorized  by  the  proj¬ 
ect  director  or  his  designee  on  the  proj¬ 
ect  staff. 

(7)  The  reasonable  cost  of  inpatient 
hospital  care  provided  in  connection 
with  the  conduct  of  the  project  will  be 
paid  in  accordance  with  standards  ap¬ 
proved  by  the  Secretary. 

(8)  Determination  of  eligibility  for 
services  under  the  project  will  be  made 
by  the  project  director  or  someone  on 
the  project  staff  designated  by  him,  and 
shall  be  in  accordance  with  the, Act,  and 
the  policies  and  procedures  promulgated 
thereimder  and  in  accordance  with  the 
approved  project. 

(9)  The  project  will  be  under  the  di¬ 
rection  of  a  single  project  director,  re¬ 
sponsible  for  the  overall  direction  of  the 
project  who  shall  be  a  full  time  employee 
of  the  project:  Provided,  That,  the  Sw- 
retary  may  in  particular  cases,  approve 
the  appointment  of  a  director  who  is  em¬ 
ployed  less  than  full  time  where  the 

/  Secretary  finds  that  such  appointment  is 
consistent  with  the  putposes  of  the 
program. 

(b)  Provision  for  comprehensive  den¬ 
tal  care  and  services,  including  diagnosis, 
screening,  preventive  services,  treat¬ 
ment,  correction  of  defects,  and  after¬ 
care.  In  determining  whether  compre¬ 
hensive  dental  care  and  services  will  be 
provided  the  Secretary  will  consider, 
among  other  things,  the  following: 

(1)  Existing  practices. 

(2)  Coordination  and  continuity  of 
care  and  services,  including  active  fol¬ 
low-up  of  cases. 

(3)  Procedures  utilized  to  reach  chil¬ 
dren  in  need  of  such  sendees  such  as, 
publicity,  provision  of  services  at  schools, 
community  centers,  and  other  places 
where  concentrations  of  eligible  children 
may  be  foxrnd. 

(4)  The  degree  of  coordination  with, 
and  utilization  of  other  State  or  local 
health,  welfare,  and  education  programs, 
as  well  as  other  federally  supported 
health  service  programs. 

(c)  A  description  of  thq  methods  to  be 
utilized  by  the  grantee  in  establishing 
the  rates  of  payment  for  dental  care 
(which  may  include  payments  on  a 
prepaid  capitation  basis)  including 
speciality  services,  prostheses  and  appli¬ 
ances,  and  aftercare,  and  a  substantia¬ 
tion  of  the  fact  that  the  rates  are  rea¬ 
sonable  and  necessary  to  maintain 
standards  relating  to  tlie  provision  of 
services  established  pursuant  to  §  51a.- 
307.  Grantees  will  enter  into  agreements 
with  providers  of  services  and  will  main¬ 
tain  a  schedule  of  rates  for  such  services. 

(d)  A  description  of  the  standards  re¬ 
quired  for  personnel  and  facilities  uti¬ 
lized  in  the  provision  of  services  xmder 
the  program.  These  standards  for  per¬ 
sonnel  and  facilities  must  (1)  be  those 
which  are  foimd  upon  investigation  by 


the  grantee  to  be  best  adapted  for  the 
attainment  of  the  specific  purposes  of 
the  project,  (2)  assure  a  reasonably 
high  standard  of  care,  and  (3)  be  in  sub¬ 
stantial  accord  with  national  standards 
as  accepted  by  the  Secretary  or  stand¬ 
ards  prescribed  by  the  Secretary.  How¬ 
ever,  if  a  project  is  planned  for  an  area 
in  which  it  is  not  possible  to  meet  stand¬ 
ards  accepted  or  prescribed  by  the 
Secretary,  the  best  available  resources 
must  be  used,  and  steps  must  be  taken 
to  improve  care.  In  such  case,  the  appli¬ 
cation  must  include  a  description  of  such 
proposed  remedial  action. 

§  51a.306  Research. 

In  addition  to  the  project  require¬ 
ments  imposed  by  $  51a.305,  an  approv- 
able  project  may  include  research  look¬ 
ing  toward  the  development  of  new 
methods  of  diagnosis  or  treatment,  or 
demonstration  of  the  utilization  of  den¬ 
tal  personnel  with  various  levels  of 
training. 

§  51a.307  Evaluation  and  grant  award. 

(a)  Within  the  limits  of  ftmds  avail¬ 
able  for  such  purpose,  the  Secretary  may 
award  grants  to  assist  those  project  ap¬ 
plications  which  will  in  his  judgment 
best  promote  the  purposes  of  section  510 
of  the  Social  Security  Act,  taking  into 
accoimt: 

(1)  The  need  for  the  services  to  be 
provided; 

( 2 )  The  quality  of  the  services  offered ; 

(3)  Procedures  utilized  to  assure 
prompt  thorough  service; 

(4)  The  degree  to  which  the  project 
plan  adequately  provides  for  the  ele¬ 
ments  set  forth  in  §  51a.305. 

(b)  The  amount  of  any  award  shall  be 
determined  by  the  Secretary  on  the  basis 
of  his  estimate  of  the  sum  necessary  for 
the  proper  performance  of  the  project: 
Provided,  however.  That  no  grant  shall 
be  made  for  an  amount  equal  to  more 
than  75  percent  of  the  cost  of  the  proj¬ 
ect.  In  determining  the  grantee’s  share 
of  project  costs,  costs  for  which  Federal 
funds  from  other  sources  have  been  or 
may  be  claimed  or  received  or  costs  used 
to  match  other  Federal  grants  unless 
otherwise  authorized  by  Federal  statute, 
or  costs  to  be  met  from  the  Federal  share 
of  grant  related  income  (except  as  may 
be  permitted  by  Chapter  1-420  of  the 
Department  of  Health,  Education,  and 
Welfare  Grants  Administration  Man¬ 
ual  *) ,  may  not  be  included. 

(c)  All  grant  awards  shall  be  in  writ¬ 
ing,  shall  set  forth  the  amount  of  funds 
granted  and  the  period  for  which  sup¬ 
port  is  recommended. 

(d)  Neither  the  approval  of  any 
project  nor  any  grant  award  shall  com¬ 
mit  or  obligate  the  United  States  in  any 
way  to  make  any  additional,  supple¬ 
mental,  continuation  or  other  award 
with  respect  to  any  approved  project  or 
portion  thereof,  but  thiiS  provision  shall 
not  preclude  the  Secretary  from  mak¬ 
ing  upward  adjustments  to  actual  costs 


*  Available  for  purchase  at  the  Government 
Printing  Office,  OPO  894-623. 


as  to  amounts  awarded  on  a  provisional 
basis.  For  continuation  support,  grantees 
must  make  separate  application  period¬ 
ically  at  such  times  and  in  such  form  as 
the  Secretary  may  direct. 

§  51a. 308  Payments. 

The  Secretary  shall  from  time  to  time 
make  payments  to  a  grantee  of  all  or  a 
portion  of  any  grant  award,  either  in 
advance  or  by  way  of  reimbursement  for 
expenses  incurred  or  to  be  incurred  to 
the  extent  he  determines  such  payments 
necessary  to  promote  prompt  initiation 
and  advancement  of  the  approved  proj¬ 
ect.  Such  payments  may  include  reim¬ 
bursement  to.  a  grantee  for  services 
rendered  (xi  a  prepaid  capitation  basis. 

§  51a. 309  Use  of  project  funds. 

(a)  Any  funds  granted  pursuant  to 
this  subpart,  as  well  as  other  funds  to 
be  used  in  the  performance  of  the  ap¬ 
proved  project  shall  be  expended  solely 
for  carrying  out  the  approved  project  in 
accordance  with  the  statute,  the  regu¬ 
lations  of  this  subpart,  the  terms  and 
conditions  of  the  award  and  cost  prin¬ 
ciples  set  forth  in  the  Department  of 
Health,  Education,  and  Welfare  Grants 
Administration  Manual.* 

(b)  Prior  approval  by  the  Secretary  of 
revision  of  the  budget  and  project  plan 
is  required  whenever  there  is  to  be  a 
significant  change  in  the  scope  or  nature 
of  project  activities. 

(c)  In  the  event  that  funds  for  the 
performance  of  the  project  are  so  in¬ 
adequate  as  to  require  revision  of  the 
approved  project  plan  or  budget,  such 
revision  may  (subject  to  the  provisions 
of  paragraph  (a)  of  this  section)  curtail 
the  geographic  area  serviced  or  similar 
factors  but  shall  not  curtail  the  com¬ 
prehensiveness  of  health  services  fur¬ 
nished 

§  51a.310  Civil  rights. 

Attention  is  called  to  the  requirements 
of  title  VI  of  the  Civil  Rights  Act  of 
1964  (78  Stat.  252,  42  U.S.C.  2000d.  et 
seq.)  and  in  particular  section  601  of 
such  Act  which  provides  that  no  person 
in  the  United  States  shall,  on  the  ground 
of  race,  color,  or  national  origin,  be  ex¬ 
cluded  from  particip>ation  in,  be  denied 
the  benefits  of.  or  be  subjected  to  dis¬ 
crimination  under  any  program  or 
activity  receiving  Federal  financial 
assistance.  A  regulation  implementing 
such  title  VI,  which  applies  to  grants 
made  under  this  subpart,  has  been  issued 
by  the  Secretary  of  Health,  Education, 
and  Welfare  with  the  approval  of  the 
President  (45  CFR  Part  80). 

§51a.311  Confidentiality  of  informa¬ 
tion. 

All  information  as  to  personal  facts 
and  circumstances  obtained  by  the  proj¬ 
ect  staff  shall  be  treated  as  privileged 
communications,  shall  be  held  confi- 
does  not  identify  particular  individuals. 


•Provided,  however.  That,  with  respect  to 
grants  awarded  prior  to  July  1,  1972,  funds 
may  not  be  used  for  the  payment  of  indirect 
costs. 
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dential,  and  shall  not  be  divulged  without 
the  individual’s  consent  except  as  may  be 
necessary  to  provide  services  to  the  in- 
dividuaL  Informatioa  may  be  disclosed  in 
summary,  statistical,  or  other  form  which 

§  51a.312  Inventions  and  discoveries. 

Any  grant  award  under  this  subpart  is 
subject  to  the  regtilations  of  the  Depart¬ 
ment  of  Health.  Education,  and  Welfare 
as  set  forth  in  45  CPH  Parts  6  and  8,  as 
amended.  Such  regulations  shall  apply 
to  any  activity  for  which  grant  funds  are 
in  fact  used  whether  within  the  sc(^ 
of  the  project  as  approved  or  otheiwise. 
Appropriate  measures  shall  be  taken  by 
the  grantee  and  by  the  Secretary  to  as¬ 
sure  that  no  contracts,  assignments  or 
other  arrangements  inconsistent  with  the 
grant  obligation  are  continued  or  entered 
into  and  that  all  personnel  involved  in 
the  supported  activity  are  aware  of  and 
comply  with  such  obligation.  Laboratory 
notes,  related  technical  data  and  infor- 
mati(m  pertaining  to  inventories  or  dis¬ 
coveries  shall  be  maintained  for  such 
periods,  and  filed  with  or  otherwise  made 
available  to  the  Secretary  or  those  he 
may  designate,  at  such  times  and  in  such 
manner  as  he  may  determine  necessary 
to  carry  out  such  Department  regula¬ 
tions. 

§  51a.313  PnUiratiotM  and  copyright. 

Except  as  may  otherwise  be  provided 
under  the  terms  and  conditions  of  the 
award,  the  grantee  may  copyright  with¬ 
out  prior  approval  any  publications, 
films,  or  similar  materials  developed  or 
resulting  from  a  project  supported  by  a 
grant  under  this  subpart,  subject,  how¬ 
ever,  to  a  royalty-free,  nonexclusive  li¬ 
cense  or  right  in  the  Government  to  re¬ 
produce,  translate,  publish,  use,  dissemi¬ 
nate,  and  dispose  of  such  materials  and 
to  authorize  others  to  do  so. 

§  51a.314  Grantee  accountability. 

(a)  Accounting  for  grant  award  pay¬ 
ments.  All  payments  made  by  the  Secre¬ 
tary  shall  be  recorded  by  the  grantee  in 
accounting  records  separate  from  the 
records  of  all  other  grant  ftmds,  includ¬ 
ing  funds  derived  from  other  grant 
awards.  With  respect  to  each  approved 
project  the  grantee  shall  accoxmt  for  the 
sum  total  of  all  amounts  paid  by  present¬ 
ing  or  otherwise  making  available  evi¬ 
dence  satisfactory  to  the  Secretary,  of 
expenditm^  for  direct  and  indirect  costs 
meeting  the  regxiirements  of  this  part: 
Provided,  however.  That  when  the 
amoimt  awarded  for  indirect  cost  was 
based  on  a  predetermined  fixed  percent¬ 
age  of  estimated  direct  costs,  the  amount, 
allowed  for  indirect  costs  shall  be  com¬ 
puted  on  the  basis  of  such  predetermined 
fixed-percoitage  rates  applied  to  the 
total,  or  a  selected  element  thereof,  of 
the  reimbursable  direct  costs  incurred. 

(b>  Accounting  for  equipment.  As 
used  in  this  section,  the  term  “equip¬ 
ment”  means  an  article  of  property  pro¬ 
cured  or  fabricated  which  is  complete 
in  itself,  is  of  a  durable  nature,  and  has 
has  an  expected  service  life  of  more 
than  1  year.  Equipment  on  hand  (m  the 
date  of  terminatim  for  which  account¬ 
ing  is  required  In  accordance  with  the 


procedures  set  forth  in  chapter  1-410-50 
of  the  D^iartment  of  Health,  Educatkxi, 
and  W^are  Grants  Administration 
Manual  shall  be  identified  and  reported 
by  the  grantee  in  accordance  with  such 
procedures,  and  accounted  for  by  one 
or  a  combination  of  the  following  meth¬ 
ods,  as  determined  by  the  Secretary: 

(1)  Retention  of  equipment  for  other 
dental  health  projects.  Equipment  may 
be  used,  without  adjustment  of  accounts, 
on  other  grant-supported  projects 
(whether  or  not  federally  supported) 
within  the  scope  of  section  510  of  the 
Act,  and  no  other  accounting  for  such 
equipment  shall  be  required:  Provided, 
however,  (i)  that  during  such  period  of 
use  no  charge  for  depreciation,  amorti¬ 
zation  or  for  other  use  of  the  equipment 
shall  be  made  against  any  existing  or 
future  Federal  grant  or  contract,  and 
(ii)  if  within  the  period  of  its  useful  life 
the  equipment  is  transferred  by  sale  or 
otherwise  for  use  outside  the  scope  of 
secton  510  of  the  Act,  the  .Federal  por- 
ton  of  the  fair  market  value  at  the  time 
of  transfer  shall  be  refunded  to  the  Fed¬ 
eral  Government. 

(2)  Sale  or  other  disposition  of  equip¬ 
ment,  crediting  of  proceeds  or  value.  The 
equipment  may  be  sold  by  the  grantee 
and  the  net  proceeds  of  sale  credited  to 
the  grant  account  for  project  use,  or  it 
may  be  used  or  disposed  of  in  any  man¬ 
ner  by  the  grantee  by  crediting  to  the 
grant  accoimt  the  Federal  share  of  the 
fair  market  value  on  the  termination 
date.  To  the  extent  equipment  pur¬ 
chased  from  grant  funds  is  used  for 
credit  or  trade-in  on  the  purchase  of 
new  equipment,  the  accounting  obliga¬ 
tion  shall  apply  to  the  same  extent  to 
such  new  equipment. 

(3)  Return  or  transfer  of  equipment. 
The  equipment  may  be  returned  to  the 
Federal  Government  by  the  grantee  or, 
in  accordance  with  the  provisions  of 
chapter  1-410-50B  of  the  Department  of 
Heatlh,  Education,  and  Welfare  Grants 
Administration  Manual  may  be  trans¬ 
ferred  to  another  grantee  for  the  pur¬ 
pose  of  continuing  the  project  for  which 
the  equipment  was  purchased. 

(c)  Accounting  for  grant  related  in¬ 
come — (1)  Interest.  Pursuant  to  section 
203  of  the  Intergovernmental  Coopera¬ 
tion  Act  of  1968  (42  n.S.C.  4213) .  a  State 
will  not  be  held  accountable  for  interest 
earned  on  grant  funds,  pending  their 
disbursement  for  grant  purposes.  A 
State,  as  defined  in  section  102  of  the 
Intergovernmental  Cooperation  Act, 
means  any  one  of  the  several  States,  the 
District  of  Columbii^  Puerto  Rico,  any 
territory  or  possession  of  the  United 
States,  or  any  agency  or  instrumentality 
of  a  State,  but  does  not  include  the  gov¬ 
ernments  of  the  political  subdivisions  of 
the  State.  All  grantees  other  than  a 
State,  as  defined  in  this  section,  must 
return  all  interest  earned  on  grant  funds 
to  the  Federal  Government. 

(2)  Royalties.  Rosralties  earned  from 
publications  or  similar  material  produced 
from  a  grant  must  first  be  used  to  reduce 
the  Federal  share  of  the  grant  to  cover 
the  costs  of  publishing  or  producing  the 
materials.  Royalties  m  excess  of  the  costs 


of  publishing  or  producing  the  materials 
shall  be  distributed  as  in  subparagraph 
(3)  of  this  paragraph. 

(3)  Other  income.  Other  income 
earned  by  the  grantee  shall  be  disposed 
of  in  accordance  with  one  of  the  alter¬ 
natives  specified  in  Chapter  1-420  of  the 
Grants  Administration  Msuiual  as  deter¬ 
mined  by  the  Secretary  in  the  grant 
award. 

(d)  Grant  closeout — (DDafe  of  final 
accounting.  A  grantee  shall  render,  with 
respect  to  each  approved  project,  a  full 
account,  as  provided  herein,  as  of  date 
of  the  termination  of  grant  support.  The 
Secretary  may  require  other  special  and 
periodic  accoimting. 

(2)  Final  settlement.  There  shall  be 
payable  to  the  Federal  Government  as 
final  settlement  with  respect  to  each  ap¬ 
proved  project  the  totsd  sum  at : 

(i)  Any  amount  not  accounted  for 
pursuant  to  paragraidi  (a)  of  this 
section. 

(ii)  Any  credits  for  equipment  on 
hand  as  provided  in  paragraph  (b)  of 
this  section. 

(ill)  Any  credits  for  earned  interest 
pursuant  to  paragraph  (c)  (2)  and  (3) 
of  this  section. 

(iv)  Any  other  settlements  required 
pursuant  to  paragraph  (c)  (2)  and  (3)  of 
this  section. 

Such  total  sum  shall  constitute  a  debt 
owed  by  the  grantee  to  the  Federal  Gov¬ 
ernment  and  shall  be  recovered  from  the 
grantee  or  its  successors  or  assignees  by 
setoff  or  other  actlcm  as  provided  by  law. 

§  51a.315  Records,  reports,  and  inspec¬ 
tion. 

(a)  Records  and  reports.  Each  grant 
awarded  pursuant  to  this  part  shall  be 
subject  to  the  condition  that  the  grantee 
shall  maintain  such  operational  (includ¬ 
ing  health  and  medical)  ^d  account¬ 
ing  records,  identifiable  by  grant  num¬ 
ber,  and  file  with  the  Secretary  such 
operational  and  fiscal  reports  relating 
to  the  use  of  grant  fimds,  as  the  Secre¬ 
tary  may  find  necessary  to  carry  out  the 
purposes  of  the  Act  and  the  regulations. 
All  records  shall  be  retained  for  3  years 
after  the  close  of  the  budget  period.  Such 
records  may  be  destroyed  at  the  end  of 
such  3 -year  period  if  the  applicant  has 
been  notified  of  the  completion  of  the 
Federal  audit  by  such  time.  If  the  appli¬ 
cant  has  not  been  so  notified,  such  rec¬ 
ords  shall  be  retained  (1)  for  5  years 
after  the  close  of  the  budget  period  or 
(2)  until  the  grantee  is  notified  of  the 
completion  of  the  Federal  audit,  which¬ 
ever  comes  first.  In  all  cases  where  audit 
questions  have  arisen  before  the  expira¬ 
tion  of  such  5-year  period,  records  shall 
be  retained  imtil  resolution  of  all  such 
questions. 

(b)  Inspection  and  audit.  Any  appli¬ 
cation  for  a  grant  imder  this  part  shall 
constitute  the  consent  of  the  applicant 
to  inspection  of  the  facilities,  equipment 
and  other  resources  of  the  applicant  at 
reasonable  times  by  persems  designated 
by  the  Secretary  and  to  interview  with 
principal  staff  members  to  the  extent 
that  such  resources  and  personnel  are. 
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or  will  be,  part  of  the  project.  In  addi¬ 
tion.  the  acceptance  of  any  grant  under 
this  part  shall  constitute  the  consent  of 
the  grantee  to  inspections  and  fiscal 
audits  by  such  persons  of  the  supported 
activity  and  of  progrress  and  fiscal  rec¬ 
ords  relating  to  the  use  of  grant  funds. 

§  51a.316  Additional  conditions. 

The  Secretary  may  with  respect  to  any 
grant  award  impose  additibnsd  condi¬ 
tions  prior  to  or  at  the  time  of  any 
award  when  in  his  Judgment  such  con- 


RULES  AND  REGULATIONS 

ditions  are  necessary  to  assure  or  protect 
advancement  of  the  approved  project, 
the  interests  of  public  health,  or  the 
conservation  of  grant  funds. 

§  51a.317  Early  termination  and  with¬ 
holding  of  payments. 

Whenever  the  Secretary  finds  that  a 
grantee  has  failed  in  a  material  respect 
to  comply  with  the  Act,  the  regulations 
of  this  part  or  any  of  the  assurances 
thereimder.  or  the  terms  of  the  grant, 
he  may,  on  reasonable  notice  to  the 
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grantee,  withhold  further  payments,  and 
take  such  other  action,  including  the  ter¬ 
mination  of  the  grant,  as  he  finds  appro¬ 
priate  to  carry  out  the  purp>oses  of  the 
Act  and  regUations.  Noncancelable  ob¬ 
ligations  of  the  grantee  properly  in¬ 
curred  prior  to  the  receipt  of  the  notice 
of  termination  will  be  honored.  The 
grantee  shall  be  promptly  notified  of 
such  termination  in  writing  and  given 
the  reasons  therefor. 

(FR  Doc.72-8058  Filed  5-26-72;8:49  am] 
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